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financial 
h . h ( - h t Four Year Statistical Review (1997 — 2000) 
i £ A £ S (in thousands of dollars, except for per share amount) 
$ $ $ $ 
2000 1999 1998 1997 
Operations 
Sales of products and services 697,196 638,336 565,305 539,791 
Net income for the year 14,091 5,544 8,979 8,063 
Percent to sales 2.0% 0.9 % 1.6% 1.5% 
Earnings per share 0.70 0.28 0.45 0.40 
Return on shareholders’ equity 39.1% 2s 11.9% 11.6% 
Dividends paid 1,200 i 3,600 3,200 1,000 
Dividends paid per share 0.06 0.18 0.16 0.05 
Balance Sheet 
Working capital (12,808) (8,441) (9,233) 5,445 
Capital assets 91,929 94,004 85,314 68,601 
Shareholders’ equity 
Capital 37,442 37,442 37,442 37,442 
Retained earnings (1,376) 39,743 37,799 32,020 
36,066 TG185 75,241 69,462 
Number of shares outstanding 
(in thousands) 20,000 20,000 20,000 20,000 


Book value per share 1.80 3.86 3.76 nie ayy 


corporate 


profile 


From its incorporation in 1977, Camco Inc. has become the largest Canadian manufacturer, marketer, 


exporter, distributor, and service provider of home appliances. 


Camco has manufacturing facilities in Hamilton, Ontario and Montreal, Quebec, that produce ranges, 
refrigerators, dishwashers, and dryers. Camco also has a service network, run from our Customer 
Service Centre in Moncton, New Brunswick, that supplies trained technicians for in-home service 


across Canada coast-to-coast. 
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letter to 


shareholders 


To Our Shareholders 

The Year 2000 was very exciting for Camco as 
we made significant progress in key areas of-our 
business — export manufacturing and Canadian 
sales and service. We grew sales by 9% to 
$697 million and net income by 154% to $14.1 
million. We regained market share in Canada 
and became an even more important supplier 
to GE Appliances in the U.S. In August 2000, the 
Canadian International Trade Tribunal reached 

a decision to impose countervailing duties on 
certain unfairly traded dryers, dishwashers, and 
refrigerators imported into Canada from the U.S. 
This has leveled the playing field in Canada 

for at least five years. We launched exciting 

new web sites in 2000, most significantly 

being the GEAppliances.ca site that has quickly 
become one of our most effective consumer 
marketing tools. All of these factors, along 

with an aggressive focus on cost management 
throughout the Company, created a foundation 
for the delivery of strong financial performance. 


Export Manufacturing 

Our Montreal facility achieved yet another record 
production year driven by the export of dryers 
and dishwashers to GE Appliances (GEA). We 
continued to grow our share of GE brand dryers 
sold in the U.S. market, with sales volumes 
running significantly anead of GEA’s contractual 
obligations. Montreal’s success is rooted in 
world-class quality created by the tools and rigor 


of Six Sigma Quality discipline — in 2000 our 
dryers required so few service calls in the U.S. 
that Camco earned a “quality rebate” from GEA. 
We also continued to innovate. In the third 
quarter we introduced the “Wizard” dryer, the 
first electronic dryer manufactured by Camco 
which was paired to the “Wizard” electronic 
washer manufactured by GEA. These products 
set a new standard for clothes care and 

quality. In order to demonstrate their remarkable 
reliability, GEA took the unprecedented step of 
offering a 10-year warranty on both the washer 
and dryer. 


The Hamilton facility had a more challenging 
year. The highlight was our 18 cubic foot 
Handi-Hite™ refrigerator volume growth in both 
Canada and the U.S. This innovative bottom 
mount refrigerator, the first in its size category 
and the first with a pullout freezer drawer, 
became the highest volume export product 
manufactured in Hamilton. Our sales of 
CustomStyle™ refrigerators in the U.S. were 
again disappointing as a result of significant 
price discounting of premium refrigerators. 
Looking forward, we invested $11 million in 
Hamilton in 2000 (and expect to invest an 
additional $5 million in 2001), to prepare 

our export refrigerator platforms for the U.S. 
Department of Energy regulations that come into 
effect on July 1, 2001. These regulations require 
a 30% reduction in energy usage. 


Canadian Sales and Service 

We are proud of our performance in the 
Canadian market in 2000 — a year where we grew 
our sales by 4.3% despite a flat market. This 
growth was driven by great products, a focused 
sales, service and marketing team, and very 
importantly, by the leveling of the playing field. 
As was proven by the findings of the Canadian 
International Trade Tribunal, Camco was injured 
by the unfair tactics of appliance importers who 
were selling products in Canada well below U.S. 
prices and in some cases below their costs. 
Camco started experiencing growth in sales of 
dryers, dishwashers and refrigerators shortly 
after provisional duties were applied in June, and 
by the end of the year we regained market share 
in most of these product segments. 


We also made great progress in developing new 
business models for selling appliances. In 2000 
we started testing an appliance program with 
The Home Depot based on a distribution model 
that significantly reduces the cost of the order 
to delivery cycle. We also continued to open 
“GE Appliance Centres” in partnership with 
leading independent dealers across Canada. 
2000 was the year that Camco started to 
leverage the enormous value of the GE brand in 
web based marketing and sales. We launched 
a “PartsNet” web site that allows customers to 
find and buy appliance parts faster and easier. 
We also launched “GEAppliances.ca”, a site 
that allows consumers to learn about GE brand 


appliances at the start of their buying process. 
In cooperation with “Bid.com” we staged two 
dealer auctions as a new and innovative 
technique to liquidate excess inventory. 


Amana 

At the end of December, we concluded an 
agreement to be the national distributor for 
Amana brand appliances in Canada. We began 
our relationship with Amana earlier in the year 
as their regional distributor in Quebec, the 
Atlantic Provinces, and in Western Canada. 
This win-win arrangement provides Amana with 
unique, national sales distribution and service 
capability. For Camco, it demonstrates our 
ability to leverage our tremendous Canadian 
infrastructure for new and complementary 
product lines. 


Only the Beginning 

Our accomplishments are a precursor of what is 
yet to come. Much has been written in the past 
year about winning in the new economy. Never 
have leading brands or effective order fulfillment 
systems been so important. Consumer service — 
having knowledgeable employees available when 
consumers need them, is also critical. Camco is 
well positioned in these areas. We have, in GE, 
one of the most recognized and highly regarded 
brands in the world. With our national reach in 
sales, logistics, and consumer service, we have 
created a capability to touch and enhance value 
to dealers and consumers. 
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New Business Models 

With these building blocks, Camco is developing 
new business models with dealers, national 
accounts, and builders across Canada. We 

can save money, time, and improve product 
availability by linking our IT systems directly with 
our customers. We can use our web sites to 
educate consumers as they begin the buying 
process, and to help sales associates close on 
the sales floor. We can use the strength of our 
fully bilingual call centre in Moncton to back-up 
on-line processes and provide a human touch. 
And we can provide consumers with industry 
leading service when they need it with our 
national team of factory-trained technicians. 


Electronic “E” Productivity 

Equally exciting is the opportunity to make 
Camco more productive using various “e-tools”. 
We are driving a number of opportunities to 
digitize low value paper processes at Camco. In 
many cases we get a triple benefit from digitizing 
— we reduce cost, reduce cycle times and 
increase accuracy. These projects encompass 
everything from supplier transactions, internal 
plant processes, and the way we interact with 
our customers. 


New Products 

Business processes are critical for Camco, but in 
the appliance industry, “product wins”! Camco’s 
great success with Handi-Hite™ refrigerators will 
be extended this year with the introduction of 
the third generation, Department of Energy (DOE) 
compliant Handi-Hite™. We used the necessity of 
making an energy investment as an opportunity 
to significantly redesign this product. The new 
Handi-Hite™ includes many features and styling 
enhancements that will delight consumers in the 
U.S. and Canada. 


In November 2000, we announced a $3 million 
investment in our Montreal facility to manufacture 
a new generation of high-end dishwashers. This 
product will be very exciting and we expect strong 
sales in Canada. Finally, our multigenerational 
product plan for dryers promises significant new 
features to build on the success of the “Wizard”. 
We take our position as a leading North American 
dryer supplier very seriously and we will commit 
the resources to ensure that we continue to lead 
in technology, features, quality and cost. 


Challenges 

The appliance industry is never short of 
challenges. Camco is currently facing uncertainty 
regarding the future of manufacturing certain 

top freezer refrigerators in Hamilton as a 

result of impending Natural Resources Canada 
regulations. 


In striving to be a leader in energy conservation, 
we have joined the Canadian Industry Program 
for Energy Conservation (Sponsored by Natural 
Resources Canada). This means that Camco 
will be establishing long term targets for 

energy efficiencies that reduce greenhouse gas 
emissions while improving cost competitiveness. 
We are also committed to improving our safety 
performance in all of our facilities. A rigorous 
program of new health and safety initiatives 
were introduced in 2000 and we will maintain 
uncompromising pressure and focus to improve 
performance in this area. 


Finally, the U.S. and Canadian markets are 
unlikely to provide us with the same level of 
“economic tailwind” that they did in 2000. Our 
commitment as a management team is to use 
the strengths of our Company — great brands 
and products, industry leading business models 
and a relentless cost focus — to ensure that we 
win even in this challenging environment. 


Speed, Simplicity and Self-Confidence 

The glue that binds these initiatives together is 
people. Given the right environment, people can 
achieve extraordinary results. “Speed, Simplicity 
and Self-Confidence” is not a hollow slogan at 
Camco. Our teams are empowered to act quickly, 
make decisions, and then take responsibility for 
those decisions. In our fast paced environment, 
we don’t have room for spectators or critics. 

We must see change as an opportunity to win, 
not as a threat. We need to wake up every day 
energized and ready to play offence, whether our 
task is to sell more or to spend less. This will 
not only make Camco a winner in the market, 
but will also make it an invigorating and exciting 
place to work. 


Thank you for your support in 2000 and we look 
forward to an exciting future together. 


James R. Fleck 


President and Chief ExecutiveOfficer 


Ciba t2.. 


Charles H. Hantho 
Chairman 


camco annual report 4/5 


_ of consistent revenue 


expressed in millions of dollars 


600 


400 


management discussion 


and analysis 


Financial Highlights 

Significant achievements in 2000: 

e Net sales of $697.2 million, surpassing last 
years record level of $638.3 million 

e Highest export sales in Camco’s history of 
$307.4 million, an increase of 16% over 1999 
e Continued investment in products, productivity 
and quality programs totaling $24.7 million 


Results of Operations 

Revenues in 2000 of $697.2 million for both 
products and services surpassed last year’s 
record level of $638.3 million. The sales 
growth helped to contribute to Camco’s net 
income of $14.1 million compared to the prior 
year’s level of $5.5 million. Earnings were 
favourably influenced by the after tax impact 
of the increased sales volume of $4.2 million, 
non-recurring start up costs incurred on 

the CustomStyle™ refrigerator during 1999 of 
$2.5 million ($4.1 million pretax) and other 
lower costs of $1.9 million. 


The Company operates principally in the North 
American market, and must manufacture and sell 
products that are competitive in price, quality and 
features to succeed in this dynamic industry. 

In 2000, the Canadian appliance industry grew 

a modest 0.5% after substantial growth of 8.7% 
in 1999. According to data provided by the 
Canadian Appliance Manufacturers Association, 
shipments of major core appliance products in 


the retail segment (measured in units sold), 
dropped by 0.5% in 2000 versus growth in 
1999 of 8.7%. The builder/developer segment 
of the Canadian market showed growth of 6.2% 
versus 1999 growth of 8.7%. According to 

the data provided by the Association of Home 
Appliance Manufacturers, the U.S. appliance 
industry shipments of core products, measured 
in units sold, increased 1.9% in 2000 versus 
7.8% in 1999. 


Camco’s export sales are principally to its 
largest customer, the Appliance Division of 
General Electric Company (GEA). Sales of 

dryers, dishwashers and the CustomStyle™ and 
HandiHite™ refrigerators contributed to all time 
high export sales of $307.4 million, up 16% 
from 1999 sales of $264.2 million. Exports now 
represent 44% of Camco’s total sales, compared 
to 41% in 1999. 


Despite the lower growth in the Canadian 
appliance industry, Camco’s domestic sales in 
appliances and consumer services increased 
from $374.1 million in 1999 to $389.8 million 
in 2000. Camco’s domestic core appliance 
sales increased by 4% despite continuing 
price reductions and massive importation by 
appliance importers during the 1st quarter 
and a weakening market in the 4th quarter. 
Counteracting the adverse market conditions 
were the implementation of import duties on 
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selected dryers, dishwashers and refrigerators. 
Camco’s market share increased from the 
prior year for the first time in over a 

decade. The impact of the duties applied by 
the Countervailing Directorate of the Canada 
Customs and Revenue Agency (CCRA) and the 
rulings of the Canadian International Trade 
Tribunal (CITT) are further discussed in the 
“Dumping Complaint Against Frigidaire and 
Whirlpool” section below. 


Comparative results for 2000 and 1999 are 
(in OOO’s except for per share amount): 


$ $ 
2000 1999 

Sales of Products and Services: 
Domestic Sales 389.8 374.1 
Export Sales 307.4 264.2 

‘Total Sales of Products 

and Services 697.2 638.3 
Income from Operations 23.3 9.8 
Net Income for the Year 14.1 5.5 
Earnings per Share 0.70 0.28 


Return on Shareholders’ Equity 37.4% 7.5% 


Income from operations of $23.3 million was 
up $13.5 million from 1999. Higher margin 
generated by additional sales volume and lower 
programmed, restructuring and start-up costs 
accounted for most of the higher income. 
Employee compensation, materials, supplies, 
services and other expenses increased 8.7% 


reflecting costs associated with higher sales 
volume. As a result of increased export 
shipments, Camco generated a U.S. dollar 
surplus of $15.0 million compared to a $19.0 
million dollar usage in 1999. This was the first 
instance in Camco’s history that a U.S. dollar 
surplus was generated. 

During the year Camco invested $1.4 million 
on E-Business. This investment was highlighted 
by the July launching of Camco’s website: 
GEAppliances.ca 


Liquidity and Capital Resources 

Camco ended 2000 with cash of $13.8 million 
compared with $26.7 million in 1999. The 
primary use of cash was to reduce debt by 
$13.3 million. The Company ended the year with 
debt of $14.9 million compared with $28.2 at 
the end of 1999. 


The Company reduced the amount sold under 
the receivables securitization program to $55.0 
million from $60.0 million. Accounts Receivables 
increased by $1.3 million from 1999 with 
stronger collections offsetting the reduction in 


receivables sold. 


Camco continued its strategy to invest in 
niche products for the North American market, 
although expenditures were lower than the 
extremely high levels of the past few years. 
Capital investments were $14.0 million versus 
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$23.4 million in 1999. In addition, $10.7 million 
of expense was incurred on new products, quality 


and productivity programs. 


A dividend of $1.2 million was paid in 2000 down 
from $3.6 million paid in 1999. 


Camco manages its exposure to exchange rate 
fluctuations through a periodic review of net 
commitments and the selective use of a variety 
of currency hedging instruments. For review 
and analysis on the Company’s financial 
instruments, please see note 17 accompanying 
the financial statements. 


Factors Affecting Current and Future Operations 
Camco’s Strategic Vision to maximize customer 
and shareholder value is as follows: 


1 Manufacture appliances that Camco can 
competitively produce for North American 
markets and source products it does not 
manufacture from the best global suppliers. 


In 2000, Camco shipped products to 24 
countries around the world. The majority 
of exports were to GEA and its affiliates. 
Camco’s ability to maintain this relationship 
and to profitably sell products is dependent 
upon Camco being competitive in price, 
quality, features and delivery in the North 
American market. 


Two long-term supply agreements with GEA 
provide base-load access to North American 
and Global markets for products produced in 
Camco’s manufacturing facilities: 


(1) The current dryer agreement, reached in 
March 1999, is effective through to December 
31, 2003. This agreement provides for Camco 
to supply certain models of dryers to GEA with 
purchase guarantees of a minimum quantity 
of 2.7 million dryers with an anticipated 

sales value in excess of $600 million during 
the term of the agreement. Export sales to 
GEA during 2000 reached a record level of 
879,000 units, exceeding contract minimums 
by 60%. There is no guarantee that 2000 
export levels will be maintained. 


(2) The second agreement reached in 1996 
running through to 2006, provides for Camco 
to supply to GEA CustomStyle™ refrigerator 
products from its Hamilton facility. Although 
sales of this product have not reached 
expected levels, contract commitments by 
GEA have been met. 


In addition to the two aforementioned 
agreements, export sales to GEA of the 

18 cubic foot HandiHite™ bottom-mount 
refrigerator, which was first introduced in 
February 1998, have exceeded expectations. 
A second Handi-Hite™ configuration which 


incorporated a freezer drawer mode! with 
Slide n’ Store™ options has ‘proven to be 

an extremely popular enhancement. Overall 
the Handi-Hite™ product has exceeded original 
sales expectations in both the Canadian and 
U.S. markets with export sales up over 350% 
from 2000 targets. 


During 2000 and 2001, Camco will have 
invested $16 million to upgrade 18 cubic foot 
Handi-Hite™, CustomStyle™ and 12 cubic foot 
refrigeration platforms to meet new energy 
standards for the U.S. market which becomes 
effective July 1, 2001. This investment 
provides Camco with the ability to continue 
exporting niche refrigeration platforms to GEA 
well beyond 2001. 


As previously highlighted, Camco announced 
in November 2000, a $3 million investment 
in its Montreal plant to produce an innovative 
high-end electronic dishwasher for the 
Canadian domestic market. This investment 
also positions Camco well for further exports 
to GEA pending U.S. market demands. 


Camco announced in late 1999 an agreement 
with a non-affiliate vendor for the supply of 

16 and 18 cubic foot top mount refrigeration 
products. By mutual consent, this agreement 
has been cancelled. Camco is currently 
evaluating several viable options to ensure the 


continued availability of these products with a 
final decision to be made by mid 2001. 


Expanding Camco’s position as the leading 
full line marketer of major appliances 

in Canada by seeking opportunities to 
leverage the Company’s Canadian distribution 
strengths, working with customers to define 
alternative retail formats, and offering 
complimentary products. 


Camco and Amana Corporation announced 
early in 2000 an agreement that Camco would 
be Amana’s primary distributor and servicer 
for its full line of home appliance products 

in Canada with the exception of the province 
of Ontario. In January of 2001, Camco and 
Amana amended this agreement establishing 
Camco as Amana’s exclusive distributor for all 
of Canada. This will enable Camco and Amana 
to enjoy synergies from Camco’s existing 
national sales, distribution, call centre, and 
service infrastructure. 


As mentioned in previous annual reports, 

the Canadian appliance retail sector has 
undergone many changes during the 1990s 
with the emergence of strong national retailers 
and e-commerce technology. In this intensely 
competitive environment, small independent 
retailers have been particularly hard hit. 
Camco has been looking for ways to leverage 
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expressed in millions of dollars 


91 92 93 94 95 96 97 98 99 00 


the Company’s distribution strengths and 
resources to better support/all.of Camco’s 
retail customers during these changing times. 
During 1996 and 1997 Camco conducted 
research into various appliance retailing 
concepts. Since then Camco has worked 
with and provided assistance to numerous 
retail customers to develop a Camco-only 
brand retail format. With further expansion 
anticipated in 2001, there are now 33 
independently owned stores operating with 
this successful new format. 


In conjunction with GEA, Camco entered into a 
distribution partnership with The Home Depot. 
As Home Depot expands its in-store appliance 
program, Camco is providing e-business and 
home delivery capabilities to their Canadian 
operations. Reductions in the cost of the order 
to delivery cycle, improvements in customer 
fulfillment and increased customer satisfaction 
are the result of using leading edge process 
technology. Camco is proud to be an 
important partner of Home Depot and looks 
forward to the growth opportunity that this 
new initiative represents. 


Expand In-home Service Repair business by 
utilizing Camco’s national network of trained 
technicians and support facilities, including 
the Moncton Customer Service Centre. 


In January 1999, Camco signed an agreement 
with the T. Eaton Company to acquire certain 
assets related to its After Sales Service 
Business. The agreement gave Camco the right 
to Eaton’s customer database for the purpose 
of soliciting warranty contract renewals. The 
Amana Distribution and Service agreement has 
and will continue to add to this growth. 


Focus of the In-home service business during 
2000 centered on improving customer service 
levels at the Moncton Customer Service 
Centre, increasing the number of first call 
completions, cost control, and growing market 
share in a contracting market. As a result, 
2000 revenues grew slightly, service levels 
were improved and cost reduction actions 
contributed to earnings improvement. 


Two important projects that were initiated 

in 2000 include: (1) Implementing RF (radio 
frequency) technology to link, in real time, 
Camco’s service technicians across Canada 
with central dispatch located in Moncton, 
and (2) automating the Central Parts 
Warehouse. Both these projects are focused 
on improving customer service levels and 
digitizing processes. Investment in these 
two projects will be $2 million with full 
implementation during 2001. 
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Highest net 


4 Grow and diversify the revenue base through 
prudent business development. 


The Eaton’s agreement represented a small, 
but significant step to grow and diversify 
Camco’s revenue base. While the first 

three elements of the strategy deal with 
re-positioning the existing business, the fourth 
element represents growing shareholder value 
potentially beyond the traditional five core 
appliance lines, beyond the borders of 
Canada, and into non-GEA related products 
and/or services. Although Camco’s focus 
during the next few years will be to continue 
repositioning and expanding current operating 
components, the Company is ready to respond 
quickly when opportunities such as the 
Eaton’s prospect become available. 


Corporate Governance 

The four elements of Camco’s strategic vision, 
outlined above, have been developed in 
concurrence with the objectives of the Board of 
Directors to realize maximum shareholder value. 
Detailed corporate governance disclosure, as it 
relates to the Board of Directors, is incorporated 
into Camco’s 2000 Management Proxy Circular. 


Energy Legislation 

In 1997, the U.S. Department of Energy issued 
a new refrigerator energy efficiency standard 
effective July 1, 2001. The mandate requires 

an average energy consumption improvement 

of 30% over current levels. This requires 
manufacturers to invest in production and new 
product technologies to achieve the energy 
savings. The Canadian Government has adopted 
a similar requirement effective July 2001, for 

all refrigerators sold in Canada, except for 16 
and 18 cubic foot top freezer refrigerators. The 
implementation date for the latter is proposed to 
be December 2002. Camco is in the process of 
converting its niche North American refrigerator 
products that include the 12 cubic foot top 
freezer, the HandiHite™ and the CustomStyle™ in 
order to comply with the July 1, 2001 standard. 
Investment to comply with these requirements 
is expected to be in the $16.0 million 

range with $11.0 million incurred in 2000. 
Camco’s current plans are to phase out 
production of the 16 and 18 cubic foot 

top freezer products in the Hamilton facility 

by December 2002, and will begin sourcing 
these products. The amount of future 
restructuring costs related to this phase-out will 
be influenced by the sales and production levels 
of the other products manufactured in Hamilton 
at that time. 
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Dumping Complaint Against Frigidaire 

and Whirlpool 

As mentioned in last year’s annual report, 
Canada Customs and Revenue Agency (CCRA) 
announced in November 1999 that it had 
initiated an investigation into the dumping 

of certain top-mount refrigerators, electric 
household dishwashers, and gas and electric 
laundry dryers from the U.S. The items being 
investigated are produced for, or by, White 
Consolidated Industries Inc. (WCI or Frigidaire 
Canada) and Whirlpool Corp. (Inglis Canada). 
This investigation was initiated as a result of a 
complaint made by Camco that the dumping of 
these goods were causing harm in the form of 
lost market share, lost sales, price Suppression, 
price and margin erosion and lost profitability. 


Dumping occurs when goods are sold to 
importers in Canada at prices that are less than 
selling prices in the exporter’s domestic market, 
or below the foreign producer’s cost. Canada’s 
anti-dumping law protects Canadian producers 


from the damaging effects of unfair import trade. 


The CCRA reached a preliminary decision on 
April 3, 2000, imposing provisional dumping 
duties on Whirlpool and WCI related to 

the importation of subject refrigerators, 
dishwashers, and dryers. At that point in time 
the CCRA referred the case to the Canadian 
International Trade Tribunal (CITT) to determine 
if the dumping of the subject goods had caused 
financial injury to Camco. After a thorough and 


extensive investigation, with all related parties 
involved, the CITT ruled on August 1, 2000, 
that Camco had suffered financial injuries as 

a result of dumping by the two U.S. appliance 
manufacturers. With this determination in place, 
dumping duties as announced by the CCRA on 
June 30th, 2000, would remain in effect for the 
next 5 years. 


With the dumping duties in place, (average duty 
of 12% but varied from a low of 5.9 % on 
Frigidaire refrigerators to a high of 18.9% on 
Whirlpool dryers), Camco was able to compete 
on a level playing field. Results in the 4th quarter 
reflected some positive improvements in margins 
and volumes as previously lost business, due to 
unfair pricing practices, returned to Camco. 


Camco will continue to monitor market 

activities to ensure that dumping practices by 
non-Canadian manufacturers are brought to the 
attention of the appropriate Canadian authorities. 


Outstanding Litigation 

GSW Inc. (“GSW”), which holds approximately 
20% of Camco’s shares, commenced an action 
in late 2000 against General Electric Company, 
GE Canada Inc. (collectively, “GE”) and Camco 
alleging that GE’s conduct has been oppressive 
to Camco and its minority shareholders. GSW 
has requested the court to order that GE 

make an offer to purchase the shares held by 
minority shareholders of Camco at fair value, 


as determined by the court. No allegations 
have been made against, and no remedy has 
been sought from, Camco. GE has denied the 
allegations which have been made against it, 
contends that the action is not in the best 
interests of Camco or the minority shareholders 
and has asked the court to dismiss the action. 
The action could take several years to resolve 
and is not expected to affect the day to day 
operations of Camco’s business. 


Employee Future Benefits Accounting 
Standards Change 

On January 1, 2000, Camco adopted, on a 
retroactive basis without restatement, Section 
3461 of the CICA Handbook entitled “Employee 
Future Benefits”. This section changed Camco’s 
policy for accounting for post retirement benefits 
other than pension, from recognizing the cost 
under the “pay as you go” method to the 
accrual method. In addition, the discount rate 
used to determine the accrued pension benefit 
obligation was required to be tied to a market 
interest rate for long term debt instruments, 
which is a lower rate than what was used by 
Camco in prior years. The adoption of Section 
3461 for pension and post retirement benefits 
other than pension, resulted in a non-cash, net 
of tax, one-time charge to retained earnings of 
$54.0 million. 


Summary 

Camco’s success in implementing its 
manufacturing strategy of focusing investment on 
niche North American products is evidenced by 
double-digit growth in export sales. The outlook 
in this area remains positive, although the 
transition is still far from complete, particularly in 
the Hamilton facility. 


The Company is positioning itself very favourably 
in the domestic appliance market as well. 

With the implementation of dumping duties 

and the subsequent leveling of the Canadian 
appliance playing field, the development of 
unique distribution and “e” business capabilities, 
and a tenacious focus on cost performance, 
Camco’s Canadian presence is being solidified. 
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auditor’s 


report 


To the Shareholders of Camco Inc., 

We have audited the balance sheets of CAMCO INC. as at December 31, 2000 and 1999 and the 
statements of income, retained earnings (deficit) and cash flows for the years then ended. These 
financial statements are the responsibility of the Company’s management. Our responsibility is to 


express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position 
of the Company as at December 31, 2000 and 1999 and the results of its operations and its cash flows 
for the years then ended in accordance with Canadian generally accepted accounting principles. 


hVher Modan VG hy 4 


January 19, 2001 
Mississauga, Canada 


—s. re 


balance 


Ss h e et Ss | December 31, 2000 and 1999 
(In thousands of dollars) 


$ $ 
2000 1999 
Assets 
Current Assets 
Cash and cash equivalents (Note 2) 13,767 26,704 
Accounts receivable (Note 4) 18,588 17,291 
Inventories (Note 5) 62,557 53,676 
Income taxes recoverable | 2,395 3,642 
Future income taxes (Note 11) 9,605 8,427 
Prepaid expenses and other assets 2,306 eye) 
4 ' 109,218 111,012 
Future Income Taxes 3,298 = 
Capital Assets (Note 6) ; 91,929 94,004 
Accrued Benefit Asset (Notes 3, 7, 14) 1,927 29,139 
206,372 234,155 
Liabilities 
Current Liabilities 
Accounts payable and accrued liabilities (Note 12) 108,730 106,157 
Current portion of long-term debt (Note 8) 13,296 13,296 
122,026 119,453 
Future Income Taxes (Note 11) - 19,778 
Long-Term Debt (Note 8) 1,592 14,888 
Other Long-Term Liabilities (Notes 3, 14) 46,688 2,851 
Shareholders Equity 
Common shares 
Authorized — unlimited 
Issued and outstanding — 20 million shares 37,442 37,442 
Retained earnings (deficit) (Note 3) (1,376) 39,743 
36,066 Gast) 
206,372 234,155 
Approved on behalf of the Board: 
Director Director 


The accompanying notes are an integral part of these financial statements camco annual report 18/19. 


statements of 


- For the years ended December 31, 2000 and 1999 
i Nn Cc O m e (In thousands of dollars) 


$ $ 
2000 1999 
Sales of Products and Services . 697,196 638,336 

Operating Costs aS : 
Employee compensation, including benefits 140,304 ~ 135,853 
Material, supplies, services and other costs 533,610 484,008 
673,914 619,861 

Income From Operations Before Start Up Costs 
and Restructuring Costs 23,282 ASA 

CustomStyle™ Refrigerator Start Up Costs (Note 9) - (4,058) 
Restructuring Costs (Note 10) = (4,647) 
Income From Operations 23,282 see 197/740) 
Interest and Other Expenses, net (553) (696) 
Income Before Income Taxes 22,729 9,074 
Income Taxes (Note 11) _ (8,638) (3,530) 
Net Income 14,091 5,544 
Earnings Per Share 0.70 \ 0.28 


statements of 


retained 
i ~ Nn For the years ended December 31, 2000 and 1999 
e a Nn i S . (In thousands of dollars) 


$ $ 

2000 1999 

Retained Earnings, beginning of year 39,743 ' 37,799 
Adjustment to Reflect Change in Accounting 

for Future Employee Benefits (Note 3) (54,010) - 

Adjusted Retained Earnings (deficit) (14,267) 37,799 

Net Income 14,091 5,544 

Dividends, declared and paid (1,200) (3,600) 

Retained Earnings (deficit), end of year (1,376) 39,743 


The accompanying notes are an integral part of these financial statements 


statements of 


cash flows 


Operating Activities 

Net income 

Add items not affecting cash 
Depreciation and amortization 
Post employment benefits 
Future income taxes 


Accounts receivable 

Inventories 

Income taxes recoverable 

Prepaids and other assets 

Accounts payable and accrued liabilities 
Post employment benefits funding 


Investing Activities 
Capital asset additions 
Proceeds on disposal of capital assets 


Financing Activities 

Dividends 

Sale of accounts receivable 
Increase in long-term debt 
Repayment of long-term debt 


Increase/(decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents, beginning of year 


Cash and Cash equivalents, end of year 


Cash and cash equivalents is represented by: 


Cash 


Short-term investments, at cost which approximates market: 


Commercial Paper 


Cash flows include the following elements: 


Interest paid 
Income taxes paid 


The accompanying notes are an integral part of these financial statements 


For the years ended December 31, 2000 and 1999 


(In thousands of dollars) 


$ $ 

2000 1999 
14,091 5,544 
16,059 14,683 
6,329 5,476 
6,126 3,608 
42,605 29,311 
2,253 (6,582) 
(8,881) (11,625) 
1,247 (1,444) 
(1,034) (130) 
4,023 8,028 
(19,670) (15,238) 
20,543 2,320 
(13,984) (23,384) 
= 11 
(13,984) (23,373) 
(1,200) (3,600) 
(5,000) 410,000 
se 25,000 
(13,296) (796) 
(19,496) 30,604 
(12,937) 9,551 
26,704 17,153 
13,767 26,704 
8,770 26,704 
4,997 = 
13,767 26,704 
1,243 977 
481 528 
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notes to financial 


statements 


1. Nature of Business 

Camco Inc. (“the Company”) is incorporated under 
the laws of Canada. The Company’s majority share- 
holder is General Electric Canada Inc. (“GE”) and 
its largest minority shareholder is GSW Inc. The 
outstanding common shares of the Company are 
listed on the Toronto Stock Exchange. The Company 
manufactures and distributes major household 
appliances in Canada and also exports product 
primarily to the United States. 


2. Significant Accounting Policies 

Sales of products and services 

Sales of products and services to customers are 
reported when title to products passes to the 
customer or when services are performed. Sales are 
net of customer volume rebates and cash discounts. 


Cash and cash equivalents 

Cash is represented by cash on hand. Cash equiva- 
lents are short term, highly liquid investments that are 
readily convertible to known amounts of cash, have a 
maturity of less than 3 months and which are subject 
to an insignificant risk of change in value. 


Inventories 

Raw materials and work in progress inventories 
are recorded at the lower of cost and replacement 
cost. Finished goods inventories are recorded at 
the lower of cost and net realizable value. Cost is 
determined using the first-in, firstout method and 
comprises the cost of material, direct labour and 
applied manufacturing overhead. 


Capital assets and accumulated depreciation 
Capital assets are stated at cost less related invest- 
ment tax credits and government incentives. 


December 31, 2000 and 1999 
(In thousands of dollars) 


Capital assets are depreciated using a sum of the 
years’ digits method based on the estimated useful 
lives of the assets as follows: 


Buildings 
Machinery and equipment 


10 to 40 years 
4 to 20 years 


Tooling and software expenditures are capitalized and 
amortized over 5 years using the straight-line method. 


Maintenance and repair expenditures are expensed 
as incurred. ~ 


Income taxes 

The Company follows the liability method of income 
tax allocation. Under this method, future tax assets 
and liabilities are determined based on differences 
between the financial reporting and tax bases of 
assets and liabilities, and measured using the 
substantially enacted tax rates and laws that will be 
in effect when the differences are expected to reverse. 
The Company provides a valuation allowance to reduce 
future tax assets when it appears likely that the asset 
will not be realized. 


Product warranty costs 

Anticipated future costs of product warranties are 
expensed in the year the product is sold or as soon 
as an issue is identified. 


Foreign currency translation 

Foreign currency assets and liabilities are translated 
at the rate of exchange prevailing at the balance 
sheet date. Foreign currency revenues and expenses 
are translated at the rates prevailing at the transaction 
date. Gains and losses on current monetary assets 
and liabilities resulting from the translation of foreign 
currencies are recognized in the statement of income 
during the year in which they arise. 


Employee benefit plans 

The Company accrues its obligations under 
employee benefit plans and the related costs, 
net of plan assets. The Company has adopted 
the following policies: ; 


The cost of pensions and other retirement benefits 
earned by employees is actuarially determined using 
the projected benefit method pro rated on service 

and management’s best estimate of expected plan 
investment performance, salary escalation, retirement 
ages of employees and expected health care costs. 


For the purpose of calculating the expected return 

on plan assets, those assets are valued at fair value. 
Past service costs from plan amendments are 
amortized on a straight-line basis over the average 
remaining service period of employees active at the 
date of amendment. 


The excess of the net actuarial gain (loss) over 
10% of the greater of the benefit obligation and 
the fair value of plan assets is amortized over 
the average remaining service period of active 
employees. The average remaining service period 
of the active employees covered by the pension 
plan is 13 years. The average remaining service 
period of the active employees covered by the 
other retirement benefits plan is 13 years. 


Use of estimates 

The preparation of financial statements in accordance 
with Canadian generally accepted accounting princi- 
ples requires management to make estimates and 
assumptions. These estimates and assumptions 
affect the reported amounts of assets and liabilities, 
disclosures of contingencies at the date of the 
financial statements and the reported amounts of 
revenues and expenses during the reporting period. 
Actual results could differ from the estimates. 


3. Change in Accounting Policy in the Year 2000 
On January 1, 2000 the Company adopted, on a 
retroactive basis without restatement, Section 3461 
of the CICA Handbook entitled “Employee Future 
Benefits”. The adoption of this Section has resulted 
in a significant transitional obligation for all of the 
Company's pension and other post retirement benefit 
plans in the amount of $54,010. This amount, which 
is net of tax, has been charged to opening retained 
earnings. The current year post employment benefit 
expense was $6,329. Had the Company continued 
to apply its previous accounting policies, the post 
employment benefit expense for the period would 
not have differed materially from the comparative 
prior amount of $5,476. 


4. Accounts Receivable 

The Company is party to an accounts receivable 
securitization agreement whereby it sells, on a 
revolving basis, trade and related party receivables, 
with limited recourse. At December 31, 2000, 
$55,000 (1999 — $60,000) of receivables were sold 
under this agreement. The agreement may be termi- 
nated, under certain conditions at any time by the 
Company or the purchaser and, in any event, on 
September 27, 2003. 
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5. Inventories 


$ A$ 
2000 1999 
Finished goods 48,181 38,500 
Raw materials 
and work in progress 14,376 15,176 
; 62,557 53,676 
6. Capital Assets 
2000 
$ $ $ 
Accumulated 
Depreciation/ Net Book 
Cost Amortization Value 
Land 3,577 = 3,577 
Buildings 35,675 18,146 17,529 
Machinery and 
equipment 135,619 87,718 47,901 
Software 8,317 2,007 6,310 
Tooling 30,131 16,218 13,913 
Construction- 
in-progress 2,699 - 2,699 
216,018 124,089 91,929 
1999 
$ $ $ 
Accumulated 
Depreciation/ Net Book 
Cost Amortization Value 
Land SPOT - SIDICT 
Buildings 33,455 16,424 ATG (OkexL 
Machinery and 
equipment 132, (62 79,255. 53,507 
Software 8,492 2,338 6,154 
Tooling 24,132 D2 OV, 12,025 
Construction- 
in-progress a - ABSA) 
204,128 110,124 94,004 


The estimated amount required to complete approved 
capital projects as at December 31, 2000 is $3,687 
(1999 — $10,200). In addition, the Company has 
commitments of approximately $2,915 (1999 — 
$5,800) for related expenses associated with these 


Capital projects. 


7. Accrued Benefit Asset 

The accrued benefit asset comprises the cumulative 
excess of pension funding over pension expense 

at December 31. The adoption of Section 3461, 
“Employees Future Benefits” (Note 3), resulted in 

a significant decrease in the asset. 


8. Financing Arrangements 
At December 31, 2000, the Company had credit 
facilities consisting of: 


a) Operating line of credit of up to $35,000. 

(1999 — $25,000), of which letter of credits of $9,500 
were outstanding at December 31, 2000 and 1999. 
At the option of the Company, the operating line of 
credit may be used by requesting prime rate advances 
in Canadian dollars, bankers acceptances in Canadian 
dollars, base rate advances in U.S. dollars, LIBOR 
advances in U.S. dollars, or Letters of Credit in either 
Canadian or U.S. dollars. 


b) Term loan of $12,500 (1999 — $25,000) 
repayable by the Company at any time and reduced 

by $3,125 quarterly through 2001. At the option 

of the Company, the term loan may be used by 
requesting prime rate advances in Canadian dollars, 
bankers acceptances in Canadian dollars, base rate 
advances in U.S. dollars, or LIBOR advances in U.S. 
dollars. At December 31, 2000, bankers’ acceptances 
of $12,500 (1999 — $25,000) were utilized. 


c) In December 1993, the Government of Canada 
and the Government of Quebec offered a repayable 
interest free loan up to a maximum of $4,000 to 
the Company to implement and complete the dryer 
leadership project no later than October 1, 1997. 
The Company received a total of $3,980. The loan 
is to be repaid in five annual installments of $796 
beginning October 1, 1999. 


The interest rate on the operating line of credit and 
term loan for prime based loans is Canadian prime. 
The interest rate on the operating line of credit 

and term loan for bankers acceptances, base rate 
advances and LIBOR advances is the applicable rate 
at the time of application. 


_Long-term debt comprises: 


11. Income Taxes 


$ $ The Company’s effective income tax rate is derived 
2000 1999 as follows: 
Term loan 12,500 25,000 % % 
Government loans 2,388 3,184 2000 1999 
Combined basic federal and 
14,888 28,184 provincial income tax rates 41.5 41.5 
Less: Current portion 13,296 13,296 Manufacturing and processing 
1,592 14,888 allowance (5.5) (43) 
Large corporation tax 1.2 3.4 
The Company has agreed to meet certain financial Other items 0.8 (0.5) 
covenants and conditions with respect to their - Effective tax rate 38.0 38.9 
operating line of credit and term loan, all of which have 
been satisfied at December 31, 2000. The Company Represented by: 
has pledged substantially all assets as collateral for $ $ 
the operating line of credit and term loan. 2000 1999 
Current Tax Expense 2,512 132 
Interest expense on financing arrangements approxi- Future Tax Expense 6,126 3,398 


mated $1,243 (1999 — $977). 


9. CustomStyle™ Refrigerator Start Up Costs 

The Company incurred $4,058 in start up costs, 
primarily comprising labour expenditures, relating to 
the launch of the CustomStyle™ refrigerator through 
June 1999. 


10. Restructuring Costs 

During 1999, restructuring costs totaling $4.6 million 
were incurred. These costs primarily represented 
severance costs and were incurred due to changes in 
salaried employment. 


The composition of the Company’s net future income 
tax assets and liabilities is as follows: 


$ $ 
2000 1999 
Current future income tax assets: 
Accrued charges not currently 
deductible for tax 9,498 8,280 
Other 107 147 
Net current future income 
tax asset 9,605 8,427 


Non-current future income taxes: 
Capital Assets 
Research and development 
investment tax credits 
Post Employment Benefits 


(11,013) (17,781) 


(2,303) (1,997) 
16,614 - 


Net non-current future income 


tax assets (liabilities) 3,298 (19,778) 
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12. Related Party Transactions Pension Other 
The Company’s transactions with GE and its affiliates Benefit Benefit 
were as follows: ‘i Plans» Plans 
$ $ $ $ 
2000 1999 f 2000 2000 

Purchase of finished goods, Plan Assets 
parts and services 114,857 104,376 Fair value at beginning of year 197,932 - 
Sale of products 290,597 247,324 Actual return on plan assets 19,704 - 
Technology fees 4,422 4,040 Employer contributions 17,719 £2,131 
Employee contributions 324 - 
Net amount due to GE and its affiliates included Benefits paid (14,194) (2,131) 
in accounts payable at December 31, 2000 was Fair value at end of year 221,486 _ - 
$19,126 (1999 — $12,877). Funded status plan deficit (1,625) (46,688) 
Unamortized net actuarial loss 3,552 - 


13. Research and Development 

The Company expensed $4,250 (1999 — $4,000) of 
research and development in 2000 on which it earned 
federal and provincial investment tax credits of approx- 
imately $850 (1999 — $800). 


14. Employee Benefit Plans 

The Company has a number of defined benefit plans 
providing pension, other retirement and postemploy- 
ment benefits to most of its employees. Information 
about the Company’s defined benefit plans and post 
employment plans, in aggregate, is as follows: 


Pension Other 
Benefit Benefit 
Plans Plans 
$ $ 

2000 2000 > 

Accrued Benefit Obligation 

Balance at beginning of year 208,879 44,874 
Current service cost 4,067 776 
Interest cost 14,996 3,169 
Benefits paid (14,194) (2,131) 
Actuarial gains 9,362 - 


Balance at end of year 223,110 46,688 


Valuation Allowance - - 
Accrued benefit-Asset (Liability), 
net of valuation allowance 1,927 (46,688) 
The significant actuarial assumptions adopted in 
measuring the Company’s accrued benefit obligations 
are as follows: 


Pension Other 

Benefit Benefit 

Plans Plans 

% % 

2000 2000 

Discount Rate .- 7.25 7.25 
Expected long-term rate of return 

on plan 
Assets 8.25 - 
3.50 3.50 


Rate of compensation increase 


The Company’s net benefit plan expense is as follows: 


Pension Other 

Benefit Benefit 

Plans Plans 

$ $ 

2000 2000 

Current Service Cost 4,067 776 
Interest Cost 14,671 3,169 
Expected Return on Plan Assets (16,565) = 
Amortization of Net Actuarial loss 4 - 
Valuation Allowance 207 - 
Net Benefit Plan Expense 2,384 3,945 


O_o 


15. Lease Commitments 

The future minimum lease payments for each of the 
next five years and thereafter under operating leases 
are as follows: 


$ 

2000 

2001 3,423 
2002 3,189 
2003 2,689 
2004 1,986 
2005 1,763 
2006 and thereafter 3,297 
16,347 


16. Foreign Currency 

The U.S. dollar denominated accounts receivable 
and accounts payable at December 31, 2000 were 
as follows: 


$ 

2000 

Net related party accounts payable: $ 9,604 U.S. 
Trade accounts receivable: See OG-WES: 
Trade accounts payable: $ 12,789 U.S. 


17. Financial Instruments 

Fair value 

Management believes its cash and cash equivalents, 
accounts receivables, accounts payable and accrued 
liabilities are indicative of fair values because of their 
short maturity. 


At December 31, 2000, due to the terms 

of interest and repayment options, management 
believes the carrying value of the term credit facility 
to be less than fair value. In addition, at December 
31, 2000, management believes the carrying value 
of the non-interest bearing debt to be less than the 
fair value. 


Credit risk 

The Company’s financial assets that are exposed to 
credit risk consist primarily of cash and cash equiva- 
lents and accounts receivable. 


Cash and short-term investments which consist of 
commercial paper, are only invested in governments 
and corporations with an investment grade credit 
rating. Credit risk is further reduced by limiting 

the amount that is invested in any one government 
or corporation. 


The Company, in the normal course of business, 
is exposed to credit risk from its customers. 


Interest rate risk 

Interest rate risk is the risk that the value of a financial 
instrument will fluctuate due to changes in market 
interest rates. 


The Company is not exposed to significant interest 
rate risk with respect to its monetary current assets, 
current liabilities and long-term debt. 


18. Segmented Information 

The Company manages its business as a single 
operating segment — manufacturing, distributing and 
servicing household appliances. Its manufacturing 
operations are all located in Canada, specifically, 

in Hamilton, Ontario and Montreal, Quebec. The 
Company sells primarily to the US and Canadian 
markets. Export sales for 2000 totaled $307,360 
(1999 — $264,204). 


19. Prior Year Financial Statements 


Certain prior year balances have been reclassified 
to conform with the current year basis of presentation. 
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